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!'OID,E RADIO SERVICES

cellular radio, CCI'lVentiooal lTObile teleph:::r1e,l offsl"ore radio
service, IUral radio service, specialized rrobile radio, air-ground radio
tele{b::ne, maritime rrobile seIVices, and paging services offer
subscribers ooe- or b.o-way cx:rrmmicatioos through rrobile receiver
units.2

The geographic sc:qJe of ar¥ particular service depends en the
locatien, height, and pc:Mer of the individual transnitters cx:n~ in
a rrobile radio system, all of which are prescribed by F'O': licenses.
The services vary widely in scpusticatien.

Each rrobile radio service uses radio transnitters, m:X>ile
receivers and central oc:ntrol facilities. '!be central oc:ntrol
facilities are 0CI'lneCted en ooe side to the lanc1line tel~ network,
and en the other to radio transnitters dispersed in the field to provide
broad geograpuc coverage. Ccxlnectien to the lanc1line netwo%k is
usually over dedicated access lines: c::amecticn to the field transnitter
is over a land line or radio microwave facility.

Paging services oc:nvert a message initiated by a seven-digit,
lanc1l1ne teleptxre call into a radio signal transnitted to a specified
paging un!t ("beeper"). '!be signal as c1ecrJded btj the un!t may be 'b:rle
cnly, tale-plus-voice, runeric, or alpharuneric. A single transnitter

1
Th. FCC h•••••ign.d forty-four ch.nn.l. (.i~ht••n in 150 MHz b.nd .nd tw.nty-.ix

in the 450 MHz b.nd) tor two-w.y c~n c.rri.r -abil•••rvice.. !!! 41 C.P,R.•ection
23.501(b). Th••• ch.nn.l. w.r. ori~in.l1y .11ocated .ep.r.tely betw••n wireline .nd non
vir.lin. lic.n••••. Thi•••p.r.t••110c.tion .ch... w•••li.in.t.d in 1984. S.e•• ,0••
Elimin.tion ot the S.p.r.t. Fr.qu.ncy Allocation Structur. in the Public Land Mobil.
S.rvice•. 99 F.C.C.2d 311 (1984). In addition. the FCC ha••••ign.d tW.lv. cbannel block.
in the 410-512 MHz b.nd in c.rtain .etropolit.n .r••• for two-v.y COMmOn carri.r -abil.
services. !!! 41 C.F.R.••ction 23.501(k). Th. u•• of .11 two-w.y ch.nn.l. b•• d.clin.d
in tho•• major m.tropolitan ar••• wh.r. c.llul.r r.dio ••rvic•• b.v. be.n initi.t.d. In
th.s••r •••• the two-v.y ch.nn.l••r. u••d to • ~r••t.r .xt.nt for the provi.ion of p.ging
servic••.

2
S.e generally 41 C.F.R 33.1 .t ••g.: 41 C.P.R. 90.1 .t ••g.: .nd 41 C.P.R. 94.1

et seg.

3
S•• qen.r.lly. 41 C.F.R.••ctions 23.100-22.131: 90.111-90.211. In .ddition••

common c.rrier mobil. r.dio lic.n••• mu.t demon.tr.t. the .b••nc. of int.rf.r.nce with .ny
u.er or the .... fr.quency within c.rt.in pre.cribed di.t.nc... !!! 41 C.P.R. 23.15. The
prop.g.tion ch.r.ct.ri.tic. of tb. various fr.qu.ncy b.nd. .llocat.d by the FCC for mobil.
r.dio ••rvic•• vill diff.r d.pendin~ upon the terr.in. For ex..pl••• tran••i ••ion on •
VHP fr.qu.ncy (150 MHz) will trav.l furtb.r ov.r • r.l.tiv.ly t1.t t.rrain tban .n
equiv.l.nt tr.n.mi••ion on .n 800 MHz cb.nn.1.

4
Re.pondin~ to incr••••d demand and to indu.try r.qu••t. tor .dditional .p.ctrum.

the FCC in the l ••t four y••r. ha. incr••••d the nwaber of ComMOn c.rri.r pa~in~ cbann.l.
trom .ight (four in 150 MHz band .nd four in 35/43 MHz band) to ••v.nty-thr.e. by addin~

tw.nty-.ight ch.nn.l. in the 35/43 MHz b.nd .nd thirty-••v.n ch.nn.l. in the 900 MHz band.
As vitb coaman c.rri.r two-w.y mobil. ch.nn.l.. the p.ging fr.qu.nci •• origin.lly w.r•
• lloc.t.d .ep.rat.ly b.tw••n vir.lin••nd non-wir.lin. lic.n..... In .ddition to
P.rmitting ••rvice. provid.d on .xclu.iv. p.ging fr.qu.nci••• the PCC'. rul•• p.rmit
common c.rri.r p.ging ••rvice. on c.rt.in ch.nn.l••lloc.ted for conv.ntional mobil. radio
••rvic•••• long •• the .t.tion h•• the t.chnic.l c.p.bility to provide two-way ••rvic••.
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generally covers a radius of about twenty-five miles. central centrol
facilities ccnnected to nultiple transnitters by telephcne lines or
microwave facilities provide broader coverage.

cetlular radio is a high-capacity b.o-way nobile tele~
service. A cellular systan is divided into nunercus cells, each of
which has its 0Nn, lCM-p:lWer transnitter cperati.n;l 01 a subset of the
333 channels. The individual cells are all linked to a ITObile telepl"Q1e
switc.hi.rg office (MI'SO), which coordi.nates overall operaticn, and
c:c:ncentrates traffic for distributioo am:rg cells arrl with the public
landline network. Access to and fran lc::n;;-distan:::e services is
generally throogh the local, larrlline exc:.han1e: a few cellular SYstems
c:x::rmect directly to interexchange carriers. A typical cellular system
will caver between 75 and 100 percent of a Metropolitan Statistical
Area, <:XItpI"ised of ooe or rrore urban areas arrl surraJndirg cc:mnunities.

r-mt other nobile services are variatioos CX1 these two IfOdels.
Ca1ventialal rrcbile teleptx::ne services provide a service similar to

=F'~~=:=~%u=~:~~~=~~
land statioos and boats: air-ground rrcbile services are used between
land and air statioos; offshore rrcbile statioos seJ:Ve offshore lcx:atioos
in the QJ.1f of Mexico; roral radio statioos serve lcx:atioos unserved by

(footnot.(.) continu.d)
!!! 47 C.P.R•••ction ZZ.501.

5Th• Veder.l C~unic.tion.~i••ion h•• authoriz.d two cellular .y.t... in each
cellul.r geogr.phic .ervice .re. (CGSA). Cellul.r Communic.tion. Sy.tem•. 86 P.C.C. Zd
469 (1981). (The FCC gener.lly ba.ed it. CGSA deline.tion. on .n .r•• ·• corre.ponding
Metropolit.n Stati.tic.l Are.). The PCC·. rule. re.erv.d one of the two licen.e. in .ach
CGSA for tbe local wir.line telepbone ce-p.ny .ffili.te. while tbe .econd cellul.r
fr.nchi.e w....de av.il.bl. to .11 other entitie.. Cellular Communication. Sy.tem••
• upr••t 487-92. M.ny of the .pplic.nt. for the .econd lic.n.e h.ve been radio common
c.rrier.. There were .any .pplic.nt. for the non-wir.line authoriz.tion. in ••ch of the
top ninety .arket•• and the lic.n.ing of the•••y.t.... particul.rly in the top thirty
mark.t•• took longer th.n the licen.ing of the wir.lin••y.t.... Non-wirelin••ntry into
tbe top ninety cellul.r ••rk.t. h•• thus generally ce.e .ix month. to. year lat.r than
entry by the wir.line .yet...

6
To .ake • -abil.-to-l.nd c.ll•••ub.crib.r dial•• nu.ber on the telephone

handset in hi. vebicle. The bands.t ac.na the av.il.bl. ch.nn.l. (••ven or twelve.
depending OD tbe .re.) to find one th.t i. cl••r. The .udio ton•••r. convert.d to .n FM
r.dio .ign.l. which i. tran•.ttt.d on the .ppropri.te frequency to • b.ae .t.tion .nt.nn••
Thi••nt.nna ••par.t•• and decode. ince.ing .ign.l•••nd aends .ach aignal by t.lephone
wire. or .tcrow.ve to the -abile telephone awitching offic•• whicb interconnect. with the
telephone coepany·. local awitch. Pre. there. the call tr.vel. over the public .witched
telephone network to coepletioD.

Service i. provided over • aingle b••e .tation tr.naaitter in ••ch ••rvice .re••
which c.n aend and rec.ive aign.l. over a twenty-five-.ile r.diu.: tranamitt.r. c.n be
linked to provide bro.der cover.ge. The cap.city of • convention.l mobile radio .y.tem i.
defined by the nu.ber of frequencie.. In general. e.ch a.aigned frequency (or ch.nnel)
c.n .ccommod.te only one telephone call.
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local landlines; and specialized trClbile radio sezvices provide two-way
services to I'IDbile units similar to cellular radio and cx::nventiooal
nobile radio services. Specialized rrobile radio sexvices ~ess
neither the capacity ror the quality of cellular radio calls.

M::lbile radio services renain substantially rrore expensive than
landline. Table M3.1. Nevertheless, in the past five years, rapidly
~ tec.hrolcgy and the develcpnent of ~titicn have lowered
ooth subscriber equipnent and and service prices, in sane in.s1:an::es by
several hurxired percent. 8

M:lst COliiU"l carrier trClbile servi.ces are
intrastate, and therefore subject to state POC regulaticn. Many but not
all states have deregulated and detariffed CXiiilOl carrier roobile
services. In a recent decisicn, the FIX detariffed interstate
o::nventicna..l roobil~ and paging servi.ces. 9

~ I

Sub.criber
Equi~ent

Service Initiation

Monthly Charge.

Airti_

Table Ma.l.
10

PRICE RANGES

One-Way

S75-100

$3.50-35

S.10-.65/pag.
or nat rate

Two-v.y

SI00-4000
11

SO-50

S5-60

SO.14-3.00
/lUnut.

7
In addition to th... ~bil. radio .ervice.. th.r••r•• variety of priv.te land

mobile r.dio .ervice.. including public .afety r.dio. .pecial ...rgeney r.dio. indu.tri.l
r.dio. land tran.port.tion r.dio. and r.diolocat10n ••rvic... S•• ganerally 47 C.'.R.
90.1. et .eg. Priv.te r.dio .ervice. ar. re.tricted to eligible antit1.. for e.ch
.ervice. For ...-ple•• licen•• for • priv.te r.dio ~bile .tation in tb. loc.l
gove~nt radio .ervice ..y b. i ••ued only to ·any territory. po•••••ion••tate. city.
county. town or .t.ilar govern-ental antity .•.•. !!! 47 C.'.R. 90.17(.). In .ddition•
• 11 privata radio ••rvic.. aacept for .pecialized ~il. r.dio and privata oper.tional
fixed lUcrow.v••ra used for intera.l ~nication. n.ada and cannot be offered to third
partie. on • for-profit ba.i•.

I
Th. ~.t IIOdera alpban_ric pagen. for ax-ple. II.. digital tecbDology to

encode .nd ce-pre g... .aking .ucb ~r. efficient use of av.il.bl. r.dio .pect~.

9RCCa nev.rth.le.. r...u aubject to the g.n.r.l at.tutory directive tb.t they
ch.rg. juat. rea.on.ble and Don-diacrt.iDatory r.t••• and .u.t an....r to r.ta and otbar
ce-plaint. filed witb th. FCC. Sea••. g •• Pr!!!ption of St.ta Entry Regul.tion in th.
Public Land Mobil. Service. OC Docket Mo. 15-19. RM-4111 (rei. Marcb 31. 19.6).

10
Source.: RBOC and Taloc.tor aubai••ion••

11
Th. pric. for .ub.criber equi~Dt for air-ground ••rvic.. i. '5000-$6000 p.r

unit.
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As prices have dropped, use of rrobile services has I1l.lShroc::m:l-
approximately doubl~, in all markets, every ale to three years. ~
1U1t)er of pagers in use nat:icndde grew fran aOOut 900,000 in 1979, to
2.2 mi11ioo in 1982, to ab:Jut 6 millicn today, and will gra.I to a
projected 10 nd11ioo in 1990. '!he r&I neb.ork paging sexvices are
expected to satisfy a pent-up demand of 350 000 subscribers, and a
projected 1.5 mi11ioo subscribers by 1990.1~ cellular radio services
arrived 00 the sc:::ene in 1984; between 350,000 and 450, CXX) custaners
subscribe today, and ooe project1oo is for ten mi1lioo cellular
subscribers by 1990.13

'lbe tec:l'nJlogical f1:altier for all rJd:)i1e sexvices is regiCl1a1 and
then natia1al ne~. 5everal foreign countries al.read'f have such
systers in place.14

In 1982, the FCC allcx:ated new paging channels for
the developl&lt of nat:ia'Mde paging netwoxks. Sane RO:s have already
begun to use microwave ar satell!te ted1nology to <XXlla:t transmitters
far <XJVerag8 that raJ)QeS fran several countier to an entire state.15 In
August 1984, the Fa:: selected by lottcy three organizatioos to
establish naticnd.de~ nebcrks by lirlk.inJ ~ther local paging
service providers to originate and terminate ~'16 Naticndde paging
systers are expected to cxme oo-line in 1986.

U
EatLaate. of aub.cription levela tend to vary widely: private and substantially

deregulated providen do not readily aupply this infozwat1on. eme March 1986 new.
account. for ...-ple. noted that a recent atudy by an indu.try trade group placed total
cellular radio .ubacribenhip at the end of 1915 at juat under 3S0.000. wbile another
a~at cont.-poraneoll••tudy e.tt.ated 250.000. !!! CTL\: Cellular Sllbacribenhip
Tripled in '8S. eo.allnication. Week 22 (Mar. 31. 1986) •

13
Traditional radio-telephone aervice ha. al.o grown. froa 186.000 Il.er. in 1982.

to 345.000 in 19.5. with d.-.od of 1.5 aillion expected by 1990. Celllllar radio syst...
are. bowever. entirely di.placing conventional two-way service in .arket. with
concentrated d.-.od.

14
canada. Japan. and Great Britain bave each authorized nationwide cellUlar radio

.yet.... !!! Cellular .adio Coae. to Britain. European Telac~icationa 8-9 (Jan.
19I5): 'eutter and 5aart Proai.e More Aggre.sive Trade PolicY As Japane.e Propo.e End to
Tariff on Switcb.. and Cellular Radio Eqqip!ent. eo..erce Daily (June 27. 1985). Norway.
DeDaark. Sweden and Finland have e.tabli.bed a ~bile telephone syat.. that ••rve. the
entire. four-coutry region. !!! The Nordic MobUe Telephone Snt_ Set. the Stage tor
Future Mobile SJ!t... Telephony. 54-56 (July 23. 1984).

15
Wide-area paging doe. not yet repra.ent a siGDificant part of ICC revenue•• and

it ia likely that d..-nd for paging service. will r...in principally local.

16!!! FCC Grant. Licen.e. to 3 Co-panie. to Build Nationwide 'aging Systema.
C~unication.Week 23 (Allg. 13. 1984).

17
Sub.criber. will be able to acee•• the.e network. by dialing an 800 number.

!!! Telocator. Dec_ber. 1985. at 70. The network organizer. are CyberTel Beep USA
Nationwide Paging 'artner.hip. National Satellite 'aging. Inc .• and Nationwide Paging
Network.
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cellular licensees are similarlya~ to enlarge their
systems' coverage t.hraJgh intercx::n"lectia arrangsnents with other
licensees. In creat:i.n1 the cellular S&Vice, t')e Fa:: stated that ooe of
its primary goals was to encourage the nati<ndde availability of
cellular seNice. Recent develop18\ts in cellular tec:hrY;)logy pennit
interswitch haOO-off, 90 that a call in progress is oot cut off when a
custaner rroves fran ooe MrSO' s seNice area to another's. 18 Eventually
calls will be haN:3ed off between MI'SOs in nL1Ch the same transparent-to
the-user w~ as they are I'XJW handed off between cells.

Am:n1 the proYiders of ncbile seJ:Vices are RB:X:s, radio CXJiilUI
caxriers (ROCs) and private carriers. 'n1e Fa: has repeatedly o::n::luded
that cx::Jri)9titial in the provisial of nd:lile services is tx:rt:h vigoroJS
and robJst. 19

Who provides which services where is governed in the first
instance by three largely imeperdent tiers of regulatial.

'l1'le FCC, to start with, assigns radio specL1LIt1. It autb:::Jr1zes
rrobile sezvices~ t\r«) regulatOl:y schemes -- WillUI caxrier and
private carrier. 'l1'le FCC has granted two cellular radio liceltses in
each market. It reserved ooe for the established, lard11ne LEX:, and

18
At pr•••nt. a call i. at.ply di.connect.d wh.n a .ub.crib.r driv.. b.yond the

local c.llular .y.t.. ·• cov.rage area. It tb. adjacent region i••erved by anotb.r
cellular .y.t... the cu.ta.er can redial tb. call. The call vill b. proc••••d
automatically by the ••cond MTSO only it tb. carrier. op.rating the two ayat... bav. a
"roam.r" .gr....nt. Otberwi••• tb. cuata.er will b. a.k.d to .upply tb••econd carrier'.
op.rator with • cr.dit card nuaber tor billing•

19
S.e••. A.• E1iaination ot tb. Separate Pregu.ncr Allocation Structur. in tb.

Public Land Mobile Servic••• 99 P.C.C.2d 311 (1914).

20
Common carri.r ••rvic.. ar. regulated und.r .7 C.P.R. 22.1 et .eq. Private land

mobil••ervic•• ar. r.gulated UDd.r 47 C.P.R. 90 .t .eq. A private carrier i. pe~tt.d

to ott.r co.aercial ••rvic•• only to .ubscriber. wbo ar. eligible u.er. UDd.r tb. FCC'.
rul•• tor a particular private ~bil••ervic.. See. e.g •• Special e..rq.ney Radio Service
~. 41 C.P.R ••ction. 90.33-90.55: Indu.trial R.dio S.rvic. Rul••• 47 C.P.R. 90.59
90.81. Por certain private radio ••rvice•• bowev.r••uch a. apecialized ~bil. radio and
private op.ration.l fix.d .icrowav•••rvice., tb••ligibility r..triction i. only .tniaal
and lic.n.... ar. able to ott.r ~bil. ..rvice. to cu.tc.era that would otb.rwi.. obtain
.ervice fr~ a c~n carrier ~bile .ervice. A ~rivate carrier generally provid•• tbe
.....ervice. and u••• tbe equip.ent a. a c~n carrier .yet... However. ~.t
private mobil. radio frequ.nci y b••har.d by an unlt-ited n~b.r of lic.n..... ~
~. 41 C.P.R.••ction. 90.15. 90.171-90.115. Th. FCC'. rul•• curr.ntly prohibit SMR
lic.n••• frc. b.ing awarded to any vireline cc..on carrier. !!!.7 C.P.R. 90.352 and
90.603.
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awarded the other am::rg CXI1'(Jet.:i.rg a.R;)licants. 21 'I1'le ComU.ssicn has,
hc:Mever, allocated channels for use by nultiple private and p.Jblic
providers of en!- and two-way paging services. For ~le, in 1967,
the FCC allocated <De half of the "guardband" frequencies used for
pag~~ to wireline telephcxle ~es, the other half to the
R<X's. Private radio frequerx::ies were allocated to eligible entities,
which often did rot include LEes.

5eccrld1y, many nobile and pagirg services N9 intrastate. Many
states regulate CXJlitD'"1 carrier rrcbile services, and sane restrict new
carrier entry by requiring a showing of p.Jblic need for new service, a
derralstratioo that exist:J.ng service is rot satisfyirg dsnard, or a
showing that new entry will rot harm exist:J.ng carriers. other states
apply varia.lS technical, financial and public need standards that often
delay, resLtict or ir¥::rease the cx:sts of entzy. Even in states with
relaxed entzy ba%rlers, adninistrative processin1 delays can prevent
state aut:ta:1zatl.a\ for a year or rrore. In respcI'8! to these regulatory
n:sLtictials, the Fa: has preElUpted varigm state entry regulatioos for
ocnventicnal rrcbile and paging services. •

Finally, the MFJ restricts the geographic r8nl38 of rrcbile services
offered by the acx:s. BOCs may provide intraLATA ncbile exchange

11!!!. C.llul.r ee..uaic.tion. SY!t.... 86 r.C.C.2d 469 (1981). on
recon.ider.tion. 89 r.C.C.2d 58. on further recon.ider.tion. 90 r.C.C.2d 571 (1982). In
the ree'. vi... the re.erv.tion of frequenci•• for wir.line c.rrier. ·con.titute. the -e.t
pr.ctic.l••nd quit. po••ibly the only. w.y to .chieve the eo.a1••ion'. twin go.l. of
m.king qu.lity .obile telephone .ervic••v.il.ble to tbe public •• r.pidly •• po••ibl.
whil. prc.oting c~tition wh.never fe••ible.· Me.orandu. Opinion .nd Order on
Recon.ider.tion••upr•• 89 r.C.C.2d .t 70.

22
~n~t of ,.rt 21 of the eo.ai••ion'. Rul... 12 r.C.C.2d 841 (1968).~

~' 14 '.C.C.2d 269 (1961) ••ff'd .ub noa. R.dio Rel.y Corp. v. P.C.C•• 409 r.2d 322
(2nd Cir. 1969).

23
QeDeral1y. the .t.te. do DOt regul.te priv.te r.dio ••rvic... Lately.

however•• f...tat.. b.ve sought to ••••rt juri.diction over priv.t. r.dio ••rvic••••uch
•••peci.lized .obila radio. that .ra off.red to third partie. on a for-profit b••i •.

2.
Pr.!!Dtion of St.te IDtry Regul.tion of the Public Land Mobile Servic•• CC

Dockat MO. 15-19. 1M-4111 (r.l. March 31. 1986). Thi. deci.ion was ultt.at.ly at.yed by

the Court of Appeal. in vi.. of the Supr... COurt'. recant deci.ion in Loui.iana Public
Service eo.a1••ion v. 'ederal eo..unic.tion. eo-ai••ion et .1 •• U.S. (No. 84-871.
May 21. 1916). A court of appeal. rec.nt1y rever••d the PCC'. order pre.-pting .t.ta
.ntry regul.tion of c~n c.rrier paging .arvic•• provided on PM .ubcarrier channel•.
!!! California 9. '.C.C. '.2d • (No. 85-1112. D.C. Cir. Aug. 22. 1986). In
.ddition. the PCC b.. pr• .-pted .t.t. regul.tion of n.tionwide paging .ervice•.
Me.oraDd~ Opinion aDd Order on Recon.ideration ('art 2). 93 ••C.C. 2d 901 (1983). Th.
eo.a1••ion recognized th.t .t.te antry aDd technical regulation could t.pede the
dege1o~nt of nationwide p.ging ••rvic.. by fru.tr.ting antry of network .ffili.t.. .nd
by preventing the indu.try to dev.lop n.tion.1 technic.l .taDdarda nec••••ry to .n
.ffective nationwide paging n.twork.
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services of any descriptiCXl, inside or outside their own LATAs, b.1t may
not oper.ate any interLATA m:bile or pagi.n3 services with::lut obtai..ni.n;J a
waiver.

2s
Since divestiture, the regiCXlal ccmpanies have requested and

received runeroos clarificatioos and waivers pennit:tin;;J them to provide
interLATA rrobile and pagirg services and to expand the geographic so::lpe
of their rrobile and pagirg services. 26

AIt.haJgh there has been sare consolidatiCXl atrag' the RO:s in the
last several years, 2

7
c:cmpetiticn in the provisicn of pagin1 services is

especially Vigoroos. 28
Table MB.2. RCX:::S are I'OI offerirq pagirq

seJ:Vice in over 3700 CXITII'IJnities tbrougtx:lut the United states. At
present, a.lm::lSt 750 radio WIIIUl carriers serve atout 75 percent of the
market. Many areas are served by nultiple ~, particularly in states
that deregu.lat~ RO: en~ several years aqo. In the NYNEX territoxy,
for exarrple, there are forty pagirg ccmpanies providirg service to over
500,000 pagers. Ra:'s also face the potential for ~titiCXl fran FM
and 'IV broadcast statiCXlS, which can use~ powerful transmitters to
provide paging over subcarrier frequencies, and fran private pagirYJ

25
aetore dive.titure AT'T reque.ted on behalf of the BOC•• bl.nket w.iver

permitting the aoc. to oper.te mobil••y.t... without reg.rd to LATA bound.rie.. In
re.pon•• to DOJ oppo.ition. the w.iv.r w•• ~fi.d to cov.r int.rLATA c.llul.r r.dio
oper.tion. in only nine specific geogr.phic .r.... On November 1. 1983. tbe Decr•• Court
grant.d the w.iv.r••ubj.ct to c.rt.in condition.. In it. deci.ion. tb. Court ob••rv.d
th.t m.rk.t bound.rie. tor l.ndlin••ervic•• be.r no t.chnic.l or econo.ic r.l.tion.bip to
the n.tur.l bound.rie. for c.llul.r mark.t•• Unit.d St.t•• v. We.tern El.ctric Co •• 578
P. Supp. 643 (D. D.C. 1983).

26
See. e.g.. United St.te. v. We.tern El.ctric Co •• 578 P. Supp. 643 (D.D.C. 1983)

(Decree Court approved w.iver. p.~tting interLATA cellul.r .ervic. in nine ••rket. wh.re
cellular .y.t.... a. approved by FCC. extended .cro•• LATA boundarie.): Opinion.~
Stat•• v. We.tern Electric Co .• Civil Action No. 82-0192. (D.D.C .• filed Pebru.ry 26.
1986) (.pproving w.iver to p.~t '.cific Tele.i. to .cquire C~nication. Indu.tri•••
Inc.'. int.rexch.nge p.ging and conv.ntion.l -abile t.l.phone f.ciliti••• but requiring
Pacific to dispo•• of interLATA aicrow.ve link. u.ed witb th••••ervice.). S.e .1.0
Ord.r. d.ted June 20. 1986. (granting w.iv.r r.quest. by a.ll At1.ntic .nd ~.ritecb to
provide interLATA p.ging ••rvices).

27
Metra-edia. MCCA. and '.ge ~ric.. lor example. h.ve been .ggre••ively

acquiring loc.l paging and .cbile radio operation•.

28
See••• g.• Elt-inatioD of tbe Separate Frequency Allocation Structure in the

Public L.nd Mobile Service•• 99 P.C.C.2d 311 (1984).

29For example. in Florida which deregulated entry in 1979••even RCCa .erve
Caytona aeach••even .erve Port Lauderdale and nine .erve Mi.-1.

30 .For example. ~.rican Diver.ivied capital Corporation•• Telec~ic.tion.

Group .nnounc.d it would begin offering tbe tirst nationwide p.ging .ervice over PM radio
broadc••t banda in late 1985. u.ing • portion of the bro.dcast .pectru- u.ed by CBS
aflili.ted radio .tations in .even .ajor markets .round the country. !!! Nationwide
P.ging Service Announced. Communic.tion. Week 6 (Apr. 1. 1985). The technology tor paging
on FM .nd TV broadcast .tation•• however. h•• not developed •• quickly •••nticipat~
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q:eratioos. 'Iha tq> eight RCCs accoJnt for cnly atoJt 30 percent of all
pagin; subscribers, while the top eight wireline carriers serve between
20 to 30 percent. Pacific Telesis serJeS approximately 10 percent of
the paging subscribers, or a.b:ot as many as Meb:anedia. The~ six
OCCS each serve aboot 2 to 4 percent of the market.

The rrost significant recent c:.han1es in RElCX: participatloo in theBe
markets have resulted fran their a~itioos of Ra: operatialS.
Pacific Telesis to.Jght the pagirg cparatic:ns of CCmnunicatioos
Industries, Inc., which was then the fc:urth largest provider with a 6
percent market~ and operatioos in seven states. NYNEX~
certain pagin; operatioos of Lin Broadcas1:inJ Corporatiffl' the eleME!l'lth
largest provider servin1 alnlt 1 percent of the market. 1 sa.rt:twestern
Bell is rv:::M pLop:si.!""J to acquire all of Metroiedia' s paging operaticns,
which lOl1d make SCuthwestem the largest paging o:npany in the <XU1txy
with alxut 14 percent of the naticndde market. BellSCuth has euc:uted
an ag1eement with r-t:lbile Q:mIuUcatioos Corporatial of America (M::rA) to
aoqu1re 15 percent of that o:npany. 'Ihese 8CXJUisitioos hiwe eatadEd
BOC operatioos outside their ~oos, brirqing BOCs into head-~.ed
CCItIJetitial with each other. 32 Figure t-S. 3.

~titial in cellular markets is develcping rapidly. In the
last four years the Fa: has granted cellular radio licenses for tot:h
w1reline and rxn-wi.reline systems in the top 120 marl<ets. It has
authorized the OCI'lS't:nJctial of wireline cellular carriers in .oUer
thirty to fifty markets. Wireline service is available in eighty-bD
of the ~ ninety markets, rxn-wireline in forty-sa of the tq;)
ninety.33 As of August 1986, both the w1reline and rxn-wirelilw

31
Te10cator Bulletin. February 14. 1986. at 5.

32
Conventional mobile telephone .ervice. are .vailable in over 2900 c~nitie.

throughout the countr,. A. in local p.ging aarket•• -a.t area. are .erved by nu.eroua
mobile radio provider.. Competition a-ang -abile radio provid.r. i ••ignificant. In ..ny
area. where cellul~r radio ••rvice. have ce-e on line the demand for conventioaal 80bile
service. ha. diminish.d due to the great.r reliability and quality of cellular .ervic.. in
comparison to the older two-vay technologf.

The BOC. sre •• jor provider. of -abi1. radio .ervic... B.cau•• of the rcc'.
original spectrua divi.ion a-ang vireline and radio common carrier. in the a••i~nt of
mobile frequencie.. the BOC. vere u.u.lly able to con.truct wide-ara. two-vay aetworka
covering vast geographic .r.... For ex.-ple. Pacific op.r.te. a stat.-vide. two-..y
service in C.lifornia on the VHr two-vay frequencie.. AI vith p.ging and cellular radio
service.. aome BOCs are leeking to expend tb.ir mobil. oper.tion. outlide tbeir region.
through the acqui.ition of acc facilitie•.

33
Wirelin. sy.t... are leading the race becau•• the FCC licen.ed tb.. first.

During the "he.dstart" period. the non-virelin. operator vill u.u.lly re.ell tbe wireliae
.ervice. to develop • cUltomer ba.e th.t c.n be re.dily tr.n.ferred to it. own Iyst.. oace
it become. operation.l. The FCC ba. required cellul.r operator. to p.rMit the re••le of
their .ervice. by independent re.ellers. The FCC ba. al.o kept open the po.sibility of
delaying the initiation of .ireline carrier op.ration. for up to .ia -entha. But the
eo..ta.ion ha. not in fact t.po••d the .aiting period on any vireline carri.r.

I
I
1

f
•
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i
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Table MB.2.

2
MetrOllledia
Graphic Scanning
Mobile Communication. Cor.
McCaw Communications
Paging Network
'ag. America
Metrocall
R.. Broadca.ting
erien Coaa.
Cam-unication. Prop.rties
Omni Coaaunication.
QualicOl8
Radioton.
M••••g. Center Be.p.rs
Cox-Cybertel
Dani.l. and As.ociate.
An.wer Iowa
Other.

Tot.l Non-wirelina

3
,aciflc Tele.i.

NYND 5
South.a.t.rn 'all
B.ll AtlaDtic
us Va.t
BallSoutb
Aa.ritach
GTE
Oth.r.

Total Viralin.

Total Pagar.

PAGING SYSTEM OPERATOR MARXET SHARES
I

(1986 percent ot pagers)

Non-Wire11ne
10

6

6

4

2.5
1.4
1

1

0.8

0.8

0.6

0.6

0.5

0.3

0.3

0.3

O.l
33

Virelin.

10

3-4
l-3

l-3

l-3

l-3

2-3
1-l
1-2

5.900.000

1
Sourc.: Radio eo..unlcation. R.port (M.rcb 15. 1986): Th. Ea.tern Management

Group: aDd di.cu••ion. with T.locator aDd R80C repre••ntative•.

2
Southwe.tern ••11 ha. propo.ed to purcha•• Metr~dia'. paging intere.t•.

3
Percentage include. pag.r. ecquired in ••rg.r with ee..unication. Industrie••

Inc.

4
'ercentag. account. tor the acquisition of 'egeboy peging tacilitie•.

5
'ercentage doe. not includ. proposed acqui.ition of MetrOla.dia'. paging

intere.t•.

iz
------------------~



NYNEX REGIONI31

BellSouthlMC CA - Cellular

PACIFIC TELESIS REGION BELL ATlANTIC REGION

BellSoulhl MCCA - Cellular BellSouth Mobility Inc - Cellular
New Vector (US West) - Cellular BellSouth/MCCA - Cellular

Communications Ind (Pactel) - Paging

US WEST
Communications Ind (Pactel) - Cellular BElLSOUTH REGION
communications Ind (Pactel) - Paging Communications Ind (Pactel) - Cellular
A. Beeper (Bell Atlantic) - Paging Communications Ind (Pactel) - Paging

A. Beeper (Bell Atlantic) - Paging

SOUTHWESTERN Bell REGION(21

BellSouth/MCCA - Cellular AMERITECH REGION

Communications lnd (Pactel) - Cellular Communications Ind (Pactel) - Paging

Communications Ind (Pactel) - Paging BellSoulh/MCCA - Cellular
A. Beeper (Bell Atlantic) - Paging

Figure MS.3.

1
Source:

1
Mobile cc.petition ~ng Fo~er B.l1 Sy.t.. Coapanl••

R80C auba1aaiona.
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carriers were cpara-t:in1 in nearly half of the tcp-ninety markets, and
ally <:rlS carrier was cpera-t:in1 in aJ.nrst forty of the tcp-n1nety
markets. In markets with two operating cellular systemg, price and
service ~titial is intense, at b:lth the wrolesale and retail
levels. 34 There is also ~titial am:I"lQ resellers wh:> purchase
cellular service in tw.k fran the facilities-based carriers at wh::>lesale
rates ard then provide service to their own custaners.

The R8Xs and Gl"E are major providers of cellular radio services.
Their LEes operate m::st of the cellular radio systemg within their own
regicrls. Within the last year, the s:x:s have been :increasing their
presence in cellular radio services outside their regim. Pacific
Telesis, for exarrple, lntI has equity interests in the ncn-wi.reline
cellular systemg u& several out-of-regial markets, i.rcluding, Atlanta,
Tatpa-St. PetersbJrg, Qnaha, Lotisville, and Dallas. US west operates
the ncn-w1reline system in san Diego, where it ClCJtI)etes head-to-head
against Pacific's wire11ne system. Qrt-of-regicn ~titicn am:rg SOC
cellular systans will 1nc:rease significantly with Soo~'s peOO.irg
acquisiticn of Metmnedia' s cellular interests in six oot-of-regicn
markets, and BellSCUth's joint venture with ~le camuu.catiQ'\S
Corporatioo of America's cellular systans in twelve oot-of-regioo
markets. .------

While these OCX1SOlidatioos are CXI'lCentrating a large maxket share
in former msrt:lers of the Bell fanily, <X:ItP8titioo is rot being visibly
undermined: indeed, it quite possibly is being enhanced.~ they
are pemitted to, the RBOCs are <::Qtl)eting vigoroosly against each other.
NJ Oligopolistic entent cordiale am::n:l the RBX:s has emerged.

All ncbile radio services require ao::ess to the local exch.an;e for
the eatpletia\ or initiaticn of ncbile calls. P~ services are
reached exclusively through the landline exch.an;e. And landline

34
In Chic.go. tor ...-pl.. c~tition .t tb. Wbole••le lev.l tocu.ed on pric. and

re.ulted in a rapid decline in rate.. In tb.... York/... Jer.ey .nd SO.ton are•• price
competition h•• al.o been vigorous. NTMIX Mobil•• tor ex.-ple. h•• di.continued airti••
charge. for incomplete call•• di.continued or reduced feature activation ch.rge••
introducad volw.e di.count•• and off.red d.-onatr.tion perioda.

35An ROC providing a peging ••rw1c. obt.in. trunk line. tr~ the central office to
the p.ging -rat.. teratn.l. Depending on tb. typea of paging .ervice. provided. on. trunk
will often .uftice for ....r.l bundred paging euat~ra. A person initiating a p.g. di.l.
tbe receiver'. local t.lepbon. nuaber. Th. call i. avitcbed to the ROC p.ging terain.l.
and the LEe .1.0 tran.-1ta tb. l.at four digita di.led. Th. c.lling p.rty ..y tb.n
tran.-1t additional inforaation by voic. or u.ing tb. tel.pbone'. toucb-ton. keyp.d. The
ROC p.ging terain.l rel.ya the •••••g. (or .t.ply tb. di.led-nuaber for • tone-only p.ger)
to tbe ROC'. b••e .t.tion. u.u.lly over t.lephone coapany private-line circuit•• and hence
to the p.ger over the air. Soa. p.ging oper.tor••llow tbeir cu.tomera to b. p.g.d toll
tree troa out.id. the loc.l c.lling ar... The•• oper.tor. u.e either foreign excbang•
• ervice or lNWATS; tb. equiv.lent of .n 800 ••rvic••
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J

phcnes outnunber Jrobile phcrles by three-hurxired to ale: a local call to
or fran a rrobile ptx:.ne is thus very likely to pass through the local
exchange. LEX:: facilities are also used extensively to link cellular
transnitters to the M1'SO, and to link the MI'SO to interexcharge carriers
for the CCI1l>letioo of l<n;l distarx:e calls. 36 Providers of ncbile
services nust also obtain blClCXf7 of teleptx:ne nunbers fran the LEX: to
assign to iniividual receivers.

LEe revenues fran providing int:ercx::rnectioo to cx:JTt)eti.rg m::lbile
carriers are min:irnal~ with the revenues at stake in cap1:uri.rg a
larger share of the rrcbile sexvices ma.tket. Market factors alooe
therefore do rot 1np:lse nuch discipline <Xl LEe provisi<Xl of local
interoe:l1neet1oo.

Regulatia'1, <Xl the other hand, is pervasive. 38 As far back as
1949, the Fa: tcdc note of the cx:nptitive advantages ~t inhere in a
wireline carrier's oc::ntrol of local landline facilities. 9 In its 1967

36
Direct connection fre- • cellul.r .witch to an IC'. pop i. po••ible over LEC-

.upplied line. or other dedic.ted tr.nsmi••ion link.. one of the fir.t .uch .rr.ngement.
w•• reportedlY completed in Febru.ry 1986. between NevVector. the cellul.r ara of U S
W••t. and AT&T. !!! NevVector Sign. Dir.ct Conn.ctiun Agr....nt with AT&T. Communication.
~ 29 (F.b. 3. 1986).

37
In 1977 the POC not.d th.t int.rconn.ction i ••u•• b.tw••n LEe••nd RCC. includ.

RCC .t.tu••• c~n c.rrier.: re••on.ble int.rconn.ction te~ .nd condition. by
wirelin•• on re••onabl. requ••t by ROC.: fora of tran..i ••ion over r.dio tran.aitter
link.: av.ilability of .even-digit telephone numbers and ch.rge. therefor: eff.ctiv.
liai.on arrangement.: elt.in.tion of ••intenance ch.rge.: directory li.ting pr.ctice.:
r.tion.liz.tion of end u••r tax•• : • pl.n for single-nw.b.r acce•• to one-w.y sign.ling
syst... r.l.ted to u••ge: re••le of INWATS s.rvice: ca.pen••tion to ROC. for h.ndling toll
tr.ffic and continued recognition of new technology and innov.tion.. !!! Int.rconn.ction
B.tw.en Wireline T.l.phone C.rriers and Radio Common Carrier•. 63 F.C.C.2d 87 (1977).

38
Th. Decree Court g.ner.lly def.rr.d is.u•• of interconnection of r.dio carrier.

to the POC. !!! United State. v. W••tern Electric. supr•• 552 F. Supp. at 131. 196 n. 269
(D.D.C. 1982) ••fr·d .....ub ne-. Maryland v. United Stat••• 460 U.S. 1001 (1983). Wh.n
it gr.nt.d e.rly w.iv.rs to p.rait BOC. to offer limited. interLATA. mobil. cervice. the
Court did. however. require the bOC. to offer each non-wireline licen.e. interconnection
on the .... t.ras and condition•• including price.•• th.y provide to th.ir OVQ mobile
r.dio .y.t.... Th. Court .1.0 r.quired the BOCa to 1•••••11 interLATA f.cilitie. for
their mobil. r.dio .yet... fre- intere.chang. carri.rs on the .... te~ av.il.bl. to
competitor•• !!! Unit.d St.te. v. W••tern Electric Co.••upr•• 578 Po Supp .t 651-652.

39!!! Gen.ral Mobile R.dio Service. 13 P.C.C. 1190. 1231 (1949). How.ver. the FCC
b.lieved .t th. time that interconn.ction wa. b••t left to individu.l negoti.tion•• and it
exhorted th. 1.n41in. carrier. to provide int.rconnection. AT&T and the local Bell
Operating Compani•• neverthel... refu.ed to provide interconn.ction to competing RCC.
until 1960. In 1960 AT&T agre.d with the N.tion.l Mobil. Radio Sy.t.. (NMRS) to
interconn.ct RCC. upon a finding that interconnection would b. in the public intere.t.
But ~nt.rconn.ction on this 100•••tandard rem.ined difficult to obtain. A ce-pla1nt wa.
fil.d by NMRS with the FCC an4 wa. p.nding tor over 5 y.ar•.
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assignnent of specLLlItI for pagirg PUZlX)SeS the FCX: ad:pted three
specific "equal access" rules delineating the terms of <X:It1;)etitim
between the wirelJ.ne caxrters (wOO received <De half of the available
specLLLIll) ~ the RO:s. Wireline carriers were required to offer the
rx::n-wirel1nes the sarre type of int:erccl1neCticn, at the same tariffs, and
with access to the~ d..isc:oJnts, as they offered to their own, ncbile-
service, affiliates. 4 'n1ese int:erccl1neCticn principles were
subsequently extended to two-warI rrobile services as well,4l and later
formed the basis for the FCX:' s cellular int:erccl1neCticn requiranents.

An n:x: 1nvestigaticn into the Bell System's intercconecticn
practices resulted in a 1975 settlement agreement between AT&T, other
wireline tel~ cx::rtpan1es, and the Natiooal Asscx::iaticn of
Radiotelepxne SystEIns, that established intero::nnectial stardards ~
CCI'lta1ned an "illustrative tariff. ,,43 'I1'le Comtlssicn currently requires

40
Th. FCC expl.in.d:

Th. licen.e. shall offer to aske avail.bl. to the non-wirelin.
c.rri.r. for on.-w.y sign.ling purpo.e. the .... di.l .cce••
interconnection f.cilitie••• tho.e utilized by the virelin. ce-.on
c.rrier. in the cc.munity: further th.t the ch.rge. for such
interconn.ction. .nd .11 oth.r facilities of the wir.line company
u••d by the non-wirelin. carrier. in the on.-w.y .ignaling ••rvic••..
• hall b. id.ntical witb tho•• co.t. u••d by a wir.lin. company... and
finally. if • vir.lin. c.rrier off.r. or purport. to off.r any fr••
or r.duc.d r.t••ervic. in conn.ction vith it. on.-v.y .ign.ling
••rvic.. it .h.ll provide the id.ntic.l ••rvica .0 off.r.d or
purport.d to b. off.r.d to cu.te-er. of .ny cc.p.ting non-wir.lin.
carri.r at the .... r.duc.d r.t. or fr•• of ch.rg•.

!!! ~.ndm.nt of Part 21 of the POC'. Rul••• 12 r.C.C.2d 841. 852. recon. denied.
14 F.C.C.2d 269 (1968). aff'd .ub ne-. R.dio R.l.y Corp, v. FCC. 409 F,2d 322 (2nd Cir.
1969, )

41
M.rine Mobil. R.dio. Inc .• 63 r.C.C.2d 266. 269 (1977).

42
AT&T (Off.r of F.ciliti•• for U.e by Other eom.on Carri.r.). 52 F.C.C.2d 727.

733 (1975).

43Interconnection BetveeD Wir.line Telephone C.rrier••nd R.dio eo..on C.rrier••
63 F.C.C.2d 87. 89-95 (1977). Th. FCC identifi.d the following principl•• underlying the
indu.try ••ttl...nt:

Fir.t. aoca .r••ntitl.d to interconnection on r •••on.bl. te~ and condition••
including .rr.ng...nt. nec••••ry to e.tabli.b pby.ic.l conn.ction. for tb. intarexcbang.
of tr.ffic and oth.~ faciliti.. an ROC requir•• for oper.tion of it••y.t....

Second. RCC••r. not to be con.id.r.d end u••r. of virelin•• ' ••rvica••
Third. RCC. ar. entitled to on.-tbird of .11 intar.t.t. and intr••tat. toll

•••••g. cbarg•• originating ••nt-p.id fre- .t.tion•• or pl.ced on • r.c.ived-collect ba.i.
to .t.tion•• on tb.ir .y.t....

Fourth. vir.lin•••bould aake av.il.bl•••v.n-digit tal.pbon. nuaber. for .acb
p.ging d.vice or two-d.y mobil. unit of an ROC .ub.crib.r.

Fifth. BOC••hould .dopt a p.ging ••rvic. pl.n. the ch.rg. for vhich i. to be

·aor. ral.t.d to u.ag.- than arrang..ent. ant.dating 1975.
Sixth. BOC••u.t .llow r••ala of their intra.tat. INWATS .ervic. by RCC.' paging

operation•. to the ext.nt .uch re.ale i. con.~.tent with .tat. tariff requir...nt•.
By it. t.rm•• the 1977 M.-orandu- of Und.r.tanding wa. to expire on J.nu.ry 31.

1980. At the r.qu••t of tn. partie•• it wa. extand.d until July 31. 1980••0 th.t a new
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all LEes to provide reascnable interca lneC'tien arrargements to nobile
radio licensees for the provisicn of nl:lbile radio service. 44

'Ihe oogoirg Fa: regulaticn of cellular services illustrates the
regulatoxy principles in practice. The intero:::r1necticn issues for ncn
wireline cellular carriers center en the form of intercxlIIe::tien offered
by the LEX: and en access to teleph:r'le I'lUT'Cers issued by the LEX:. In its
1982 Rec:x:nsideratien Order, the Fa: declared that its intero::rlnecti.cn
requirements were intended to provide cx:JTt)e~ carriers with "equal" or
"equivalent" access to the local exchange network, "while pezmittirg the
carriers i.rNolved to negotiate specific in~en arrargements to
aCXXJllicdate differences in cellular system design. ,,4 'Ihe Fa:
identified several specific interc:x:rlnectien standards, such as requirin;l
eve:r~. w1reline carrier ClR)lying for a pem:it to describe its prcp:lSed
intercalnSCtien plans with enough specificity to allow oc:Jrp!titors to
fashien similar intercalneCtioo azr819EO'B1ts.46 At the same time, the
Fa: left wire1ine and ncn-w1rel1ne carriers free to ~ate other
arrangements, as tec::hn::)logical CCI'lSideraticrs warranted.4

'lbree basic types of interc:x::l1nect1cn an-angenents are available to
0CXlneCt the cellular system's fot:)bile Teleptxne Switch1.rYJ Office (MI'SO)
to the local landl1ne network. Type 1 interc:x:rlnectien treats the MI'SO

(footnot.(.) continued)
.gr....nt could be negoti.ted. n. n...gr....nt. vbicb tb. fCC .ccepted in Octob.r.
1980. Int.rconn.ction a.tween Wireline Tel.phon. C.rri.r. and Radio eo..on Carri.r•• 80
P.C.C. 2d 352 (1980). continued tbe te~ of tb. 1977 MOU and .dded two n.. provi.ion•.
Fir.t. op.r.ting t.lepbone ca-paAi.. agreed to lover tb.ir rat•• for centr.l offic.
nu.b.ra in recogDition of tbe .bort dur.tion of paging c.ll.. ~.t 377-78. S.cond.
AT&T .gr.ed to t.pl...nt a Single Nuaber Ace... Plan. under wbicb ROC. off.ring wid. .r••
p.ging ••rvie.. tb.t tranacend oper.ting ca.pani.. ' excbang••r.a boundari•• could provide
s.rvic. witb on. paging nu.ber. r ••ulting in lov.r co.t.. ~.t 378-79.

Ju.t prior to div••titur.. ROC••cro•• th. n.tion rec.iv.d notification. fra. the
BOC. that .gr....nt. ba.ed on tb. 1980 M..cnndu. of Und.r.tanding would not be ren...d
.fter th.ir t.~nation in l.t. 1983. In pl.c. of the n.goti.ted .gr....nt•• the BOC.
sought to t.po•••cc••• char;... De.pit. ov.r five y••r. of explicit r.cognition th.t
RCC••re co-carri.rs. tb. BOCa att..,ted to ju.tify sucb ch.rge. on the theory th.t ROC.
w.r••itb.r .nd u••rs or interexcbang. s.rvic. provider.. n. FCC r.ject.d BOC argum.nt.
in .upport of ace... cbar;.. for paging .nd conv.ntion.1 .obil. r.dio .y.t... .tating that
"ROCa ar. not and us.rs exc.pt to th. ext.nt that th.y u.e excbange facilitie. for
.da1Di.trative purpoa..- and tb.t ROCa oar. not aneS .houleS not be tr.at.d •• int.r.xch.ng.
carri.r••..• NTS(WATS Mark.t Structure. 97 r.c.c. 2d 134. 882-13 (198.).

44!!! ~n~nt of Part 21 of the fCC'. Rul••• 12 P.C.C.ld 841 (1968).~
~. 14 P.C.C.ld 269. aff'd .ub na.. R.dio R.l.y Corp. v. fCC. 409 P. 2d 269 (2nd Cir .•
1968): and C.llular eo..uDication. Sy!t.... a9 P.C.C.2d 58. 80-82 (1982): C.llular
C~ication. SY!t.... 90 P.C.C.2d 571. 576-577 (1912),

45
C.llular eo..unicationa SY!t.....upra 89 r.C.C.2d at 81.

46
C.llul.r Communication. Sy.t.... supra 89 r.C.C.2d .t 81.

47
C.llular ee..unication. Sy.t.... supra a9 P.C.C.2d .t 81.
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as a PBX served primarily by a sirgle~ office. Type 1
intertx:::n1eCticn offers inferior transnissicn quality, cbes not penni.t
arrar~ements under which inte:rexchar'ge carriers bill cellular
subscribers directly for toll calls, and makes inefficient use of Ml'SO
switc:h:in1 facilities. Type 2A intero:n'1ecticn treats the MI'SO as a
tandem switch, with links to a runber of LEe end-offices and other
carriers. This provides cellular carriers with 10tJer intero:rlnecti.cn
costs, flexible collecticn of custaner-specific bill~ data, flexible
acininistraticn of a nunbering plan, and~tr~icn. Type 2B
intercamecticn offers, in additicn, direct MrSO intero:rlnecti.cn with
specific, high-volure erd-offices. '1tle MI'SO :raJtes the cellular traffic
directly to other end offices and inte:rexchar'ge carriers and furcticns
as a co-carrier.

For a period, several BX:s refused to provide Type 2
intercx:la~cn to rxn-wireline carriers. Ncn-w1relines were forced to
choose between acoept1ng' Type 1 intercarecticn and delaying the start
of sexvice until the issue was resolved.

41
~ oarplaints were

filed by rxn-wireline can:'1ers with state POCs and the FOC, and a few
a:x::s threatened to cut off interoc:rlnect1cn altogether if ncn-wirelines
refused to adhere to preferred oc:ntracts for Type 1 int:erc::alnectiOO.49

41
Telocator clai.. that none of the 80C wireline affiliat.. have reque.ted Type Z

interconnection. Telocator contenda that the unan1aity of approach by the 80C affiliate.
indicate. their intention to .acrifice the aggre••ive develo~nt of cellular technology
a. a potential sub.titute for local exchange .ervice••

49
Por exuple. Indiana 8ell. a .ub.idiary of A1uritech. refu.ed to connect the

non-wireline. Indianapoli. relephone eo.pany. on a Type Z ba.i. and the DOD-vireline vent
on line vith Type 1 in January 1914. In late 1914. the 80C threatened to cut off the
interconnection facilitie. if the DOD-vireline did not enter into a Type 1 contract that
it had on the table. and the non-vireline filed interconnection ce-plaint. vith the
Indiana Public Service eo-.t••ion and the POC. As a re.ult of it. POC caaplaint. the non
vireline received a partial .ettl...nt ten -eath. later under which Indiana 8ell
acknowledged the non-vireline'. right to Type Z interconnection. !!! Indianapoli.
Telephone Ce-pany'. Propo.ed Pindings of Pact and Order. In the Matter of ~rRencr

Petition of Indianapoli. Telephone Co!pant to Prevent Di.connection by Indiana 8ell
Telephone Co!pany. Ine .• filed vitb tbe State of Indiana Public Service eo-.t••ion. Cau.e
No. 37671. Noveaber lZ. 1915: Stipulation of '.rtial Settl..ent--Tecbnical Matter•• filed
with the Pederal eo..unication. eo-.1••ion in E-55-5. October 11. 1915. The PCC recently
di••i ••ed a related ce-plaint. finding no evidence that Indiana 8el1 had engaged in
anticompetitive behavior. Indianapoli. relephone ee.pany v. Indiana Bell relephone Co.
FCC Pile No. E-IS-S (reI. OCt. 16. 19.6).

Ohio Bell. Cincinnati 8ell and Wi.CODain Bell would not give Type Z
interconnection to the non-vireline. in AIlroa. Cleveland. ClJlc1nnat1. Canton. Col-aw••
Dayton and Milvaukee. r ..pectively. The negotiatioDa vith Ohio Bell had ..de no progre••
after twelve -onth. of di.cu••ion. and Cincinnati Bell flatly refu.ed to provide Type Z
interconnection. On Nove.ber 13. 1915••ia non-vireline. filed a cc.plaint with tbe
Public Utilitie. eo.ai••ion of Ohio. In early 1916 both Cincinnati Bell and Obio Bell
for.ally acknowledged that Type 2 would be acceptable. In the intari•• however. the
Clevelaad non-vireline va. forced to go on line vitb Type 1 interconnection. In
Milvaukee. the .tate PSC required the fto~-wireline to u.e Type 1 arrang..ent. vbile the
i ••ue i. being con.idered by the .tate PIC.
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'Ibe ECCs also oc:ntrol the assignnent of teleph:.xle nurbers for use
by radio carriers, and there has been significant oc:ntroversy
su:rn:und1ng the assignnent of these codes in the cperatioo of their cna
way and two-way smvices. Sane RCX:s have CCJ'lt)lained that the 8X:s have
hoarded these runbers for use by their own affiliates; others that the
80Cs have made the runbers available ally in irnnveniently large
blocks, still others that ~ nunbers have been offered ally in
irnnveniently snall blocJ<s. 0

A recent FCC statement 00 cellular intercx:l'lnect1oo resolves
runerous ~tes that had developed between ~ LErs and l'Q'l-wirel1ne
carriers, ncstly in favor of the ncn-wirel1nes. 1 It requires all LErs
to provide (l) Type 1 or Type 2 intercx::nnect1oo upcn request; ( 2 )
interocnl8Ct1oo to the ncn-w1rel1ne that is 00 less favorable than that
ful:n1shed to the wireUne cellular carrier; and (3) reascnable
intercx:llnect1a\ arran;ements different fran t}x)ee used by the wirel1ne
o::J1t)81'1Y, if the l'lC\\-wireline carrier chooses to negotiate with the
telephcne CXIIpany. In add!tim, the Fa: prohib1ts the local excharge
carriers fran ir/tXJS~ recurring charges m F-wireline carriers for
the use of NXX codes and telephale nuti:lers. 5 'Ibe Fa: limited such

SO
In Nortb Carolina. for ...-ple. tbe interconnection tariff filed by Soutbern

Bell required the cellular carrier to pay a nonrecurring cbarge of '886.00 for the fir.t
block of twenty nu.bers and $14.50 for eacb twenty n~ers thereafter. Thi. would re.ult
in e total nonrecurring charge of $8.121.50 for tbe 10.000 nu.ber. in tbe NXX code. Thi.
nonrecurring charge is 25 to 32 percent above Soutbern aell' ••tated co.t. whicb already
includ_ a 14 to 15 percent rate of return. !U Brief of Metro Mobile as of Charlotte.
Inc .• Proceeding to Con.ider Tariffs for Service Provided to Cellular Radio
Telece-munications Co!panies. North Carolina Utilities C~••ion. Docket No. P-100. Sub
79. June 6. 1986. p. 23. Under tbe interconnection tariff filed by Southern aell in North
Carolina. tbe cellular .yet... can obtain nu.ber. only in blocks of twenty at a ti...
Illinois Bell filed a tariff for Type 2 interconnection which required the cellul.r
ayst.. to pay a one-tt-e -aervice establis~nt- charge of $16.000.00 for fumi.hing the
NXX code. Under tbe current Type 1 interconnection arrang...nt. the non-vi reline had to
pay a recurring ~ntbly cbarge of 25 cent. per nu.ber. !!! Prote.t and Reque.t for
Su.pension filed by Rogers Radiocall. Inc. before tbe Illinoi. ee..erce eo..i.sion.~
Matter of Illinoi. Bell Telepbone eo.pany'. propo.ed Cellul.r Acce•• Service. Advice No.
U87.

51!!! ~randu. Opinion and Order. The .eed to Pr~te eo.petition and Efficient
U.e of Spectrua for Radio eo..on Carrier Service•• FCC 86-85. roc Mi~~ No. 36487 (rel.
Marcb 5. 1916».

52 !!! roc Policy Stat...nt on Interconnection of Cellular Sy.t.... Appendix a to
M.-orandu. Opinion and Order. aupra.

53
The~••ion ruled tbat the BOC. do not -own- the NXX code. of 10.000 numbers

eacb. whicb are a••igned to the landline telephone ca-panie.. They ..rely have the
responsibility for adainiatering tbe.e number.. A. a reault. BOC. can charge only for the
rea.onable initial connection charge. not the right to uae the numbers. !!! FCC Policy
Statement on Interconnection of Cellular Sy.tems. aupra para. 14.

J
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charges ally to a reasc:nab1e in1tial oaae:t1cn charge to CXlip:!lJSa1;e for
the costs of software am other charges associated with new 1U1iJers.

Finally, the ro: has required wireline ~ers to pexmit
unrestricted resale of their cellular seM,ce." 'Ihis permits ncn
wire1ine carriers to enter the maxket as SOCIl as wireline cellular
facilities are ~t1ooal, even if the rx::n-wi.re1ine's are rot yet in
service. Resale rights also provide sane measure of protec:t1.a'l against
price discr:iJninat:i.m. Arxl they largely guarantee that arrt ~tcr
seek:f.rg to create a natiooal itCbile network can obtain needed access
wherever any wireline carrier is offerlrq it.

Inte.r<:x:r1necti between paging operators ard LErs is less oc:rrplex
and there have~ fX) c11spJtes between paging operators and LErs
regard1.lYJ the form of interCXI~. Landline circuits are used to
0CI1n8Ct the pag1ng texminal to the LEOs' central office. Regular PBX
type trunks are usually used to canect the LEe end office to the paginJ
office; aw tnric will oft8\ suffice for~ lu'xtred paging
custaners because calls are c::lb\1iously brief.

RecelIt intercxr1nectia d:1spJtes between paging ClCJII)anies and the
ROOCs have centered en the failure of the divested BOCs to rElI~tiate a
"MEI1m'andmof~" that goyemed their relat:1a1sh1.p with the
s:x:s far many years. 6 '1be RCOI and nest of the ClCJII)anies in the
regims of Bell Atlantic, Pacific NQrt:.h.Iest Bell, and Pacific Bell, have
been able to reach new intercxr1nectia agreements, but many RCX:s
elsewhere cx::nt:1mJe to operate wittD.rt such agreements.

Prices

M:lst m:X11le services remain intra-state, and the FCC has g&~ly
left to -POCs the task of overseeing the tariffs charged by LB:s for
carrier intercxxa8:ticn. '1be Fa: tms deferred to the states to
determine the perm1ssib:Llity of such aJ:xar.gemelIts as calling-party
billing, respons1bili'ty for the costs of int:eroc:s'1nect1, and the
establ1shtent of rate oentem. '1be FCC has l1CI'l8theless taken posit1als
en m::re general aspects of IC: iJrt:erCXJia-=t:1al.

5"Cellul.r ee..unicationa SY!t.... aupra. 86 P.C.C.2d .t 510.

55Yirtually all ICCa waat 081y lin.aide iDt.rcoDDectiOD betwe.n the LICe' c.ntr.l
ofUc. and the aCCa' paging tem1nal. 101M of the l.rger acea _y ev.ntually w&IIt
trunk.id••cce•• in _rketa with vary bigb tr.ffic volu-ea.

56Th. MOU••• de.cribed e.rlier. included gen.r.l proviaiona e.t.bliahiDg the
_ ICC.' at.tu••a a co-carrier. r.ther th.n end u.ere. It addition. it outlined tbe acc.'
• rigbt to .h.r. in interatat. aDd intr••t.te toll .....g. ch.rge. th.t involved their
~bil. r.dio .yat... aDd to aacure aeven-digit nuabara for aaai~.nt to paging aDd .obile
r.dio unita. Further. the MOU required the BOCa to adopt a paging a.rvice plaD aDd to
allow re••le of their intr••t.te INWATS aervice by acc p.ging operator•• to the extent
pe~itted by .t.te tariff requir...nt••
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A first issUe of ccntentioo has been what RCC.s shcW.d pay for
facilities needed to intezcaae:t their sw1tches to the 1aroline
network. The Fa: has insisted that tariffs~ to the oc:n-wirel~

be identical to those charged to wireline caJ:rlers. 57
It has also taken

the positioo that nc:n-wirelines are neither em users nor interexehaoge
carriers, and shc:uld therefore not be assessed usage-sensitiva .access
cbarges. RCC.s 00, h:Jwever, pay for intero::l1nect1Ol trunks, under
tariffs approved by state Plx::s.

Table r-B. 4 stXIWS the range of prices for intercar.ectioo trunks
and teleptr.ne B.Jlt)ers charged for cellular radio and paging services.
In't:ercDaa..""t1cn oosts are typically 10 to 20 percent of m::bile. carrier's
q:lerating expenses, and ~ti.nl expenses are typically 30 to 40
peroent: of total expenses. A ncbile carrier's interca IneC'ticn costs
thus usually run £ran about 3 to 8 percEnt of total reveoues. La::
ability 1:D~ oc:npatitial by manipulating int8rexnleC't1cn prices far
ltIJbile services is therefore very nuch lower than for sw1tc'l'81,
1.nterexcharqe landline services, where carriers pay rrore than 50 percent
of rev8'1IeS for La: 8O")8Ss.

$0.10-$2.00 '.1' Nuaber

Mollthly Chua.

$50-$300 '.1' Trunk

Mobil. S.rvic.

51
C.llular .adio

' ..
"
,I'

!:
$30-'100 'ar Trunk $0.10-'2.00 'ar Muaber

I J
I
1

I:. ,
; .
I

i
I
/

• I.i ;
,. j
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For paging systems, the LIDs charge RCrs for ocne::ting circuits
bErtwem the central office and a paging tenn:lnal under a variety of
sclwnes. sane LIDs cha:Ege cnly loCal exchange rates: others a flat fee
as £or a private line: others the rat.. CQ)lieable 1:D PBX trunks. 'lbe

r

I
57sa.. RCCa baY. a...rtb.l... cODtallde4 that LICa ba.. cbarged th.ir OWD -obil.

affili.t.. 1... for truaka tbaa tbe,' charged DOIl-vir.UD. carrien. Telocator CODteDds.

for .....1•• tbat iD lDdi..apoli•• IDdi..a lell cbarged tb. wiz'.liD. iD wIlicb it OWDe4 a
paru.nIl1p iDter..t 1... for truaka bet...1l ...y aDd Auguat. 1914 th.. it cbarged the aoa

winliDe. 'l'be JCC rejected tb. llOD-ftr.l1D. operator'. CClIIPlaiat. fiDdiDG th.t th.
4iacrapallCJ iD iDt.rcoIUlectiOD rata. v.. tbe r ..u1t of .. iDactnrt.Dt a"-iaiatrati••
• nor. IDdi..apol1. T.lephoD. Co!Ip!Dy •• IDdi... lell T.lepOD. Co. rcc 'Ue No. &-85-5

(rel. OCt. 16. 1916).

51A cellUlar radio -rat.. iD tbe top 45 .arketa typically require. 50-100 truDka

frca tbe LIe. ODe iD .ecODd ti.r ..y require 30-50.

59A pagiDg -rat.. operatiDg iD a ..jor urket typically raquir.. 10-20 trunk- fro-
th. LIe: tbe «&act Du.bar depaada OD traffic 901~ aDd bow UDy radio coDtrol facilitie.

are COIlDectad to the ~bile carrier' ••witcb.
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ux::s also charge private line rates for circuits <:XrJneCti.ng transnitters
to the central centrol factlities. .... -. " ..":. ; .

, '_.. sane EK:Cs, it is alleged, have unilaterally filed interoc:rnec:ticn
tai~ffs cen~ significant rate increases or Off~ CCI1t:racts for '
RCC ac:ceptan::e under threat of discx:ntinued S&Vice. ManY RCX:s' .' :
centirnJe to ~te with::lut arr:l cx:ntract agreements. 61 '1tle Fa:,
~, recently declined Telocator' s request that the Ccmnissicn
appoint an inte.rcc:nnectial anbudsnan to address these problems.62 other
RCCS have CXlTtJlained that LErs have pIq>osed tariffs that will charge
the same for Type 1 and Type 2 intercnll'lSC1=j-cn, even troJgh Type 2 
inte.rcc:nnecticn is less oostly to the B:C.6

. Telocator' also maintains :,
that LEDi require several of its I1IElIlt:m's .to pay a~ charges
for nurbers ~at are substantially above La: costs. Prices charged by
different LEX:s vary widely, as do m:ln1nun and maxim..m siZeS of rutiJer'
Orders. see Table ~.4. Review of LEX: prices for teleptale rurbers is
oc:n::lJcted by state, rot federal, regulators.

'Ibere is, finally, the issue of recipttX:al CXliP=Usat:1al. 'Ihe ncn
wire1ine carriers argue that <XI'lSistent with their status as oo-ca:rriers
their cellular systems stxJuld be treated in the same manner as an
indepeIdant telep-r.re~ and that oo-ca:rrier principles stxJuld
gcMm1 the terms by which the ncn-wireline and the BOC CXlip:tllS8te each
other for the carriage of each others' traffic. Based al this argunent,
the ncn-w1reline carriers cx:nter1d that they sl'n.1ld be CXlip:tllS8ted by the
local excharge carriers for the cx::JII)letia'l of calls al the ncn-wireline

60
For Dupl.. ill MiU.80t.. Ifortb...t.n ••11 propo.ecl • dgnlf1cut iller.... ill

iQt.rcou.ctloD r.t•• for RCCa. r.t.. tb.t wer. ultt-at.ly ••t ••1d. by tb. PUC•. TIle LEe

... d1rect.d to .u~t • Dew tariff with Dew co.t .tudi... In the South•••t. ..h.r.
r~ion.l n.goti.tiou appe.r to b••e coll• .,.ecl. T.loc.tor cit.d '.llSouth·. plus to a..k
• 225 p.rc.llt illcr.... in cb.rges for f.ciliti.. ud ••rvic.. providecl to p.gillg or two
.ay IIObll. radio ayat_.

61
T.loc.tor rec.lltly .ubaittecl to tb. rcc u Illt.rconnection a.port cov.ring •

tot.l of forty-two .t.te. ud tbe Di.trict of Co1u.bi.. Twenty-a.ven of the.e r.ported
.ith.r th.t new iDtercouectiOD .gr....nt. b.d been r ••checl or th.t the RCCa ...r.
op.r.ting pur.uant to tbe t.~ of tbe c.nc.llecl ..-orandwa of under.tanding ..ithout any
n~t1.tion. proc.ecl1Dg tCNard • Ilew .gr....llt. T.1l .ddition.l juri.diction. r.ported
th.t th. t.~ of tbe cuc.llecl MOU or iDt.rcouectioD contr.ct. D...rth.l••• continue in
.ff.ct pending tbe outca.e of hearings or Ilegotiatiou. TIl. r...ining fl•• juri.diction.
report oilly tb.t ll.ti.tiOlUl are IIDder ...y to re.ch Dew agr•••nt.. !!! MeIIoructu.
OpiDioD and Ord.r. TIl••eecl to ~t. Co!p!titioll and Efficient u•• of Spectrwa. P.C.C.
86-85. r.l•••ed Marcb 5. 1986. par.. 13.

62
"-orandua OpiD10D and Order. TIle .eecl to ~t. Co!p!titiOD and Effici.nt U••

of Spectru.. p.e.c. 86-85. r.l•••ed Marcb 5. 1986. TIl. POC concluded th.t T.loc.tor had
DOt de.on.trated any ..id••pr.ad SOC di.reg.rd of tbe POC·. 1nt.rcoDnectioD requir..eat••
~or th.t any 80C .... n.goti.ting iD bad f.ith to re.olv. r ..aining int.rcollDection i ••u••.
'. . .

63por ea.-p1.. • co-p1aint 1. peDdiDg bafor. the T.xa. Public Utiliti•• co.ai••ioft
Cont••ting Soutb....t.rn '.11'. propo.al to th.t eff.ct.
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cellular system. In effect, the ncn-wirel1ne carriers are seek1rg
reductia'\ :in the flat rate fee that they pay the LEX:S for ciro.11ts a
bett.Jeen the MI'SO and the local~. A few ocx:s have entered 1n
agreements that provide fc;r reciprocal calp:iilSat:ia\; nDSt have ins~
a'\ treatir'q the 1'XI'\-wirelines as end-users, and charginJ them for all
costs incurred by the loc::at tel~ netw::Jrks in carrying calls to arc
fran cellular subscribers. 4

Access to Netwo%K and 0Jstaner Informatioo

M:Xrl.le carriers are potentially susceptible to the same problE1r\9
as ICs :in regard to LEX:: provisi~ and maintenance of service, arw3
alteratioo of network standards.6

A related issue oc::n:::en1S a:x: access
to custaner proprietary informatial generated through their local
exchange cperatia'lS. In StJ:R)ly1n;;J land11ne access to ReX:: c:x:JI'P!t1tcrs,
acx:s gain access to RCX:9 I business and growth plans, in rcuch the same
way as they gain access to landline IC plans. As di solssed in the
Interexchange Q:IIm.rnicatioos sect::icrl of this report, variOJS standard
setting ptoc::edt tree and FCC regulatials provide sane measure of
protect:ia\ aga.inst LEX: abJses of this type.

CCrrptitive Asse SsmElI rt:

Head-to-head OCII'P!titial between IB:s and ncn-wireline RCX;s in the
provisioo of local ncbile services raises~ quest:1cnI about
d1scriminatcz:y access to the Is: exchange. 'n1e FCC has addressed the
:intercxl1nect:ial 1saJeS quite calprehensively. Cklrplaints are abJndant.
'Ihe radio CXliiiDl carriers and rx::n-wireline cellular operators have
generaJ.ly fared remarkably well :in the regulatcz:y ptucess, trough as a
gxoup state regulators have been less attentive than the Fa: in shap.ing
the rules under their jurisdictia'\ to pi:atDte CXli\*t1t1cn. ~less,

CXli\*tit1a1 :in providing local acbile services~ to be both
vigorDJS and rol:urt.

'lbe principal :1nterCOlaa.'"tia\ cha1lE1'1g8S in the next ff!!M years do
not i.rNolve access to the landline exchange, but rather intercx:nleC't:icn
between ncb1le carriers themselves. '1be ult1mate goal is to offer
cellular users the at» 11ty to get m:bile service anywhere in N:lrth
America :1Jrir8diately upcn goirg off-hcdc. '1h1s will require rapid

,.
The MDU provided for ac.e reciproc.l c~ft.ation by entitling ROC. to one-tbird

of all interatate and iDtraatate toll .....g. ch.rg.. orlgiDatiDg ••nt-paid fre- atations.
or pl.aced OIl • received-coll.ct bads to st.tion•• on tbeir syat.... Interconnection
aetv.en VireliDe Telepbone Carri.r. and Radio co..oD Carriere. 63 r.C.C.2d 81. 8' (1977).

65Sever.l non-vir.line carrier.. for easarple. cl.~ tbey ha.. suffered unexplained
del.1'8 1n the provisioning of interconnection circuits nec....ry for the continued
operation of their .1'8t....

66The probl-. .r. undoubtedly every bit .s l.rge (iD th. cOllteat of this sm.ll

m.rket) e. the int.rconnection probl... encountered by landJ,ine tntereacheng. carriera in
the context of their .uch larger one.
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~ of billing infonnaticn and credit authorizaticn between
¢rlers, in a pt\X8SS transparent to the subecriber. The <XX1SenSUS in
the .irdJStJ:y is that there are still major techni.~ and adninistrative
pr9blE!mS to overex::me in realizing this objectiva.

~ .- .

The MFJ's LATAs were intEn:1ed to define the toundaries of what was
perceived to be a natural 1l'aq)01y for laOOline service. r-bbile
services are clearly cx:mpetitive at all levels, both intra and
-j,nterLATA. LATA baJndaries are thus irrelevant to lOObile netv.ork
architecture or natural-rt'CI"q.Oly ecx:n::mies of provid.i.n;;J lOObile service.

,'Iher8 is no reascn to believe that enforcenent of LATA toundaries en
RS):-supplied m:::lbile services prarotes fairer c:x:J'Il)etitial in the 1TObile
c:::amunicaticx\s markets. 68 And while direct CXJ'll)etiticn between 0CCs and
I'XXl-wireline ncbile carriers cbs raise serious questioos about
d;l.serim:lnatcry access, there is also no reasc:n to SlJRXlS8 that SOC
inVOlvement in interLATA JrCbile scv1ces will aggravate those
problems.69 To the o:ntrary, the a:x:s and Bellcore might be well
p::6iticr81 to play a major role in resolv1ng the d1fficult
standardizaticn i salles ~t are currently slowirq develcpnent of
natimal nrbile networks.

A separate CXllpetitive c:x:ncem is that BCX's might~
CCJ'I'P6titicn not by d1scr1m1natin; in the access they pxovide, but by
cross-subsid.:1.zirtJ their <:Wl (by hypJt:hesis) less efficient rrcbile
~tialS.

67!!! CTIA 'an.l Di.cu•••• Solution. to '.o__in,' 'robl.... eo-.unication. We.k 31
(Jun. 9. 1986).

68
Th.re i ••c.e po••ibility tb.t k••ping LEta out of int.rLATA ••rvic•• ol svery

description pre-ot•• -or. equit.bl. LEe tre.t..nt of landlin. intar.xcb.ng. carrier•• by
preventing any fo~ of b••d-to-b.ad co-petition betwe.n LEe. and IC., Por the pr••ent.
mobil••ervic•• have far too littl. capacity to po•• any ••riou. ce-petitiv. tbreat to
landline IC.: the ri.k of • LEe di.cr1a1nation again.t AT&T or Mel for the purpo•• of
promoting interexcbang•••rvice. tbrougb • LIe'. -obil. affiliate i. fanciful. Th.t risk
may become re.l when -obil•••rvic•• offer a viable alternative g.tew.y in and out of
local ~.rket., But at tbat point. witb two -obil. carrier. operating in .acb local
m.rket. the LEC bottl.neck vill ba.. di.appeared,

69
At lea.t ODe of tbe national paging network.. for ax..pl.. i ••cc••••d througb

an 800 code. and LICa ar. not po.itioned to discr1a1nat. &-ong individual 800 us.rs, !!!
Nationvide 'aiini Service Announced. eo..unications W••k 6 (Apr. 1. 1985).

70
As of April 1986. the Electronic Industri•• As.ociation had reportedly be.n

unable to arrive at standard8 tbat would allow handoffs .-ong ce-p.ting manufacturer.'
mobil••vitche.. £atlaat•• of vhen a protocol vill ...rg. rang. fro. the end of 1986 to
1987 or 1988. !!! New Opportuniti.s tor Sy!t.. Equip-ent Vendor•• Communication. Week 43
(Apr. ~1. 1986). Thi. i. a .att.r that tb. pre-dive.titur. B.ll .yst.. would hav.
r ••olv.d quickly• .-ootbly. and ftO doubt to the c~pl.te ••ti.taction of vir.line (but not

non-vir.line) carrier.,

...
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71
source: Telocator .u~••ion. C.llular c~y ••ti.at•• w.r. d.riv.d tbrougb

4i.eua.ioa. with Talocator and R80C r.pr.aantativ••.

71
Table MB. 5 . TYPICAL PROVIDER COSTS

Caa a percent ot annual revenuea)

30-40

10-15

15-25

5-7

10-20

15-20

CellUlar
Contpani.a

Paging I'IobU. T.l.
Companie. Companie.

W/L NW/L W/L NW/L

Op.rating !Xpena,!
72

25-~: 35-40 25-28 40

S.lling Expan••• 45 11 45 10
75

Adainiatrativa Zzp.n••• 10 28 10 30

Int.r••t Expenaa 0 4 0 2

D.pr.ciation 8 14 8 U

Bafora Tax Eerninga U 3 12 6

72
IDclu4ea .alari•• of oper.ting per.onD.l. int.rconnection co.t•••qui~nt

coat....inteaanc•• anteDAa 1•••• exp.n•••••qui~at 1.... exp8n•••• utiliti••• and

r.lated ezpeaa...

74Tbe .elliag expea.•• tor wir.lin. paging coapaa1.. i. aigaiticantly bigb.r•
•~.t 45 perc.nt of &DAual revenu••• beeau.a ~.t wir.lin. paging ce-pani•• contract witb
aPDt. to .ell and ..rk.t th.ir paging ••rv1c...

75Includ•• a.lari•• of .dain1atr.tiv. p.r.onD.l. auppli••• 1n.urane•• r.nt. and

r.lated expena•••

Facilities, 1ncluding central centrol statl.cr.ts, transnitter and
anterlna equ1pnent, and nanle units far leasing to subscribers, offer
few oppartunities for CLOSS 51 'bsidy, bJt alSo aoc:n.Jnt far a
c:x:rcparatively small fract1cn of total costs. Interca•.ct:1al ttunks
between the central Drlbile sw1tch and the public switched netwoxk, and
between the central sw1tch and rEllQte ante•• 51tee, are sanewhat nme
problenatic, although it BA')88.t'S to be a fairly s:lq)le regulatory matter
to ensure that LB:s charge their CWl mobile affiliates the sane as they
charge ncn-wirel:1ne carriers. sales, adItlnistraticn, billinJ, and
ma1ntenance, and oUwr general cparating costs provide the major
oppcn.-tun1ties for cress subsidy. Telocatcr estimates that (including
int:en:a.lBCt:icn oosts), sc:me 30 to 40 percent of a ncb11e carrier's

'n1e main opportunities for cross-subsidy cane fran cp9ra~
are <XIIUCD to providing both 1aOOline and ncbile services. Profiles~t
the varloos expenses 1nc:urred by paging and llDbile telepha1e~ 0

were developed in a 1983 study by Telocator. Table foe.5. es

~-------------
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oosts are vulnerable to misallocatial if shared with LEe
76

ticn;·

Market Factors

Whether intra-RHC cross-subsidy could have arrt significant anti
titive in'pact al the provisial of ncbile services depe!m in part

other providers' ability am incentives to resp:rxi in kind. Who are
CpresutPtively ncre efficient) providers wro might be driven cut of
market by cross-subsidized carpatitial fran the RHCs?

In :increaSing ruttlers they are other telephc.ne ~es am RHea,
possess similar incentives (if not quite the sane abilities) to

ci:ross suts1 d1 ze their nd:ll.le q)eratiCl1s.

In ten of the top ninety cellular markets, for ex.arple, the
id.reline (LEX::) cani.er is cun:ently c:x:q:leting against a ncn-wireUne
Carrier in which a BOC possesses an amership interest. 'Ibis type of
QlJerlap will increase with Sou1:tIrMstern's pend.irq ~ftiCl1sof parts
Of Melraedia, and BellSorth's joint venture with MXA. If and when
these acquisitia1s are OCIIpleted, the wirel1ne cellular cani.er will
ClCII'ptte against a LEX::-affiliated ncn-wire1ine carrier in nearly thirty
of the tcp-ninety markets.

r-Drt of the ~titia1 in the paging marlcets, al the other hand,
. is still between LEX:s and independent RCX:8, though head-tc-head
CXJipat!tia1 between LEX::-affiliated CXJII)8n1es has been inc:reas1ng here
teo, as a result of BOC acquisit1a1S of art:-of-regia1 Ea: opera1::1a1s.

Regulat:ia\

'lba principal regulatl:lty ptot:ect:ia'1S against cross-subsidy in
these markets have taken the £am of~ requ1r&I&lts. In 1981
the Po:: required wireUne c:arr;F:! to offer their cellular services
throJgh separate subsidiaries; that: requ1.rEInmt was exteIded with

76
Talocator .-pbaai... that LICe caa .ngage in a wid. var1aty of aatica.patitiv.

joint aarkating activiti.. co.biDing local exchaage .arv1c.. w1tb paging and .abila radio
t product.. For ......1.. wilen cClllpaDi.. pl.ce t.l.pbone .arvic. requ..t.. tbey often ar.

givan .al•• pr••entation. for paging and .abil••arvic... BOCa can adv.rti•• tbeir
cc.p.t1tiva .arvica. on tbe coval' of local talapbon. booka and in otbar .actiona tbat ara
not for .ale to cc.patitora. In addition. BOCa can rafar ganaral 1nquiri.. about paging
.arv1ce to tbair OWD paging dapart.aDt••

71
RICCa bava be.n ..tabli.bing out-of-region c.llular oparatioaa under KPJ waiv.r

for aoae t1lla. and tb. recent A-leaper dacidon will bencafortb parait tb. to do .a
without waiver. !D unitacl Stat.. v. W..tan &lactric Co.. at al .. 110. 16-5111 (D.C. Cil'
Augu.t 15. 198').

78
Callular eo..un1cation. SJ!t.....upra. 8. F.C.C.ld at .91.
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m:1n:Jr rrcdificatials, to the post-divestiture RICa. 79 'Ihe FCC does l'¥)t:

l'DoIever, require 80Cs to provi~ paging and cx:nventialal. rrcbile S8rvi ' .
throogh a separate subsidiaxy. For its pert, the MFJ does oot~
any separat:J.cn of intraLATA nd:nle ~tia1s. But the Dec:Lee cn.a-t's
waivers for interLATA RBX: cellular sexvices were made cx::ntingent Q'\ the
use of separate subsidiaries. 81 Between pag1ng and cellular, and
in~TA and interLATA q:leratioos, there are ttus fcur service
cx:mb1natioos, en which b.o regula'bxy authorities (the FCC and the
MFJ/DeCree Court) .iqlose three quite different separate-subsidiary
requirements. Table f.S. 6.

r: .

I·
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110 110
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Q:l!petitive AsSeSsnB"it

In both their geographic socpe and :in the nature of the
operatJ.a1s, ucbile services present quite large possibilities for LEX::
CXUSS-Sabeidy, at least \litw\ c:x:Jrl)8%'ed wittl other sm:v1ce and equipnent
markets. tI1ettler market and regula1:Dry factors pmnit w1relJne
providers of JII:lb:Ue sexv1ces to gain a significant CXJupetitive edge fran
CLC&i subsidy 1& lIIJCh less clear. Intsrest:J.ngly, LErs themse1ves-~

are presunab1y expet ta en the OI:IIpatitive advantages of lane-turf cross
slJbsidi_--reaa1n quite willing to CXJitl*te against oU.c LErs in out-of
reg1a1 proY1sia\ of nr:bUe services.

An RBOC' • ability to CLOIi8-subsid1ze ncb1le operat:lals is not
serioJsly cxntained by the MFJ's IATA-lxJunda:[y rElSu1ctiaw. Pem1:t:t:inJ

79
Pollet aDd Rul.. CoDceniai the Punbhing of eu.tCllMr h.-i••• !gu15!!!!at.

lDbaDced Serv1cea aDd callular ea..un1cation. Service. by the ..11 Operating Coepeni... 95
p.C.C.2d 1117. 1120 (1983).

10
Pagiag SJ!t.... 19 r.C.C.2d 1331 (1982). Tb. rcc 81.0 E'ejected pE'Opo.al. to

raquiE'••eparat. booka foE' wirelia. paging and conventional 80bile opaE'ationa. Rec.ntly.
however. th. ICC .-.aded it. raJ•• to perait BOC. t!SCa-b1D. th.ir provi.ioD of cellulaE'
.ervic•• with other~ carrier -obile ••rvic... Ia rnpon••• ~ritech. NTNEI and
US W..t ba•••itb.E' iaiUated effort. or ba•• beea gE'aated perai••ioa to con.olidat. tbeir
-obil•••rvic. activitie. witbia their .tructurally ••par.ted cellular .ubaidiaE'i•••

11!!! Y9ited State. 9. V••tera Electric CO •• 57' P. Supp. 643 (D.D.C. 1983).
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1-t1'l8 I9'XS to exterd their rrcbile cparatioos across LATA boundaries wcw.d'-rot roticeably mcrease their ability to iq)ede CCJt'P!titiCXl in rrcbile
, matiCSts thrCJU9h cress subsidy.

-':"!

..
'.

. .

l


